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THE U.S. COAST GUARD AND FEDERAL MARI-
TIME COMMISSION FISCAL YEAR 2005
BUDGET REQUESTS, AND H.R. 3879, THE
COAST GUARD AUTHORIZATION ACT FOR
FISCAL YEAR 2005

Thursday, March 4, 2004

HOUSE OF REPRESENTATIVES, SUBCOMMITTEE ON COAST
GUARD AND MARITIME TRANSPORTATION, COMMITTEE
ON TRANSPORTATION AND INFRASTRUCTURE, WASHING-
TON, D.C.

The subcommittee met, pursuant to call, at 11:00 a.m. in room
2167, Rayburn House Office Building, Hon. Frank A. LoBiondo
[chairman of the subcommittee] presiding.

Mr. LOBIONDO. Good morning. The Subcommittee on Coast
Guard Maritime Transportation will come to order. The sub-
committee is meeting today to hear testimony on fiscal year 2005
budgets for the Coast Guard and Federal Maritime Commission,
and H.R. 3879, the Coast Guard Authorization Act for Fiscal Year
2005.

As you know, we will try to limit the opening statements, and
the ranking member will be here shortly, but I will go ahead and
proceed with my statement.

Today, we are reviewing the President’s fiscal year 2005 budget
request for the Coast Guard and Department of Homeland Security
port security grant program and the Federal Maritime Commis-
sion.

I am pleased to see the Administration has recognized the criti-
cal work done both by the Coast Guard and the Federal Maritime
Commission, and is requesting increases in funding for both of
these organizations in fiscal year 2005. Nevertheless, the sub-
committee has some very serious concerns with some areas of the
Coast Guard’s budget and is not pleased with the requested level
of funding for port security grants.

The Administration has requested $7.5 billion for the Coast
Guard in fiscal year 2005, an increase of $430 million, or approxi-
mately 6.1 percent more than the amount appropriated in fiscal
year 2004. Much of this increase has been budgeted for Coast
Guard operating expenses, including a significant increase in fund-
ing to support missions related to maritime homeland security.

The homeland security mission of the Coast Guard has continued
to expand in the years following the events of September 11th.
Under the Maritime Transportation Security Act, the Coast Guard
is required to develop and implement plans in order to better pre-
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vent terrorist attacks on American ports and maritime industries.
I want to commend the Administration for their request of an addi-
tional $101 million to support the implementation of the Maritime
Transportation Security Act. It will help the service meet its re-
sponsibilities in safeguarding homeland security on America’s
shores.

Unfortunately, on the capital side of the Coast Guard budget, the
news is not so good. Funding for the Deepwater program is $678
million. I just don’t think that is acceptable. A paltry $10 million
increase over fiscal year 2004, and well below the amount nec-
essary to meet the program’s original 20-year schedule. This sub-
committee insists on a level of funding, at the very least, to get the
program back on track and will continue to support efforts, in fact,
to accelerate the program. Completing Deepwater in less than 20
years is critically important if the Coast Guard is expected to suc-
cessfully carry out its missions.

Just another word on Deepwater. We have had so many battles
with Deepwater over the years, from the time it was first studied
and studied and studied, and finally to the time when we had
Deepwater enacted and we were able to get some dollars appro-
priated, and we were excited to have a 20-year program that every-
body agreed to. And then we promptly slipped, and then it was, you
know, instead of the $500 million, it was something much less than
that. And each year it seems that we are fighting the battle. Now,
last year, ultimately, I think we were all very pleased with the
number that we saw at the end of the day, and we really felt that
we were on the right track and had laid the groundwork for con-
vincing decision-makers at OMB and elsewhere that we should
stay on track at least for the 20-year program. And, in fact, the
study that was done, I think it was Senator Collins who had asked
for it, indicated we have got significant savings if, in fact, we in-
crease this.

So it is a great deal of disappointment on my part that we are
not able to at least hold that 20-year level with the numbers that
we are looking at right now, and we are going to do everything pos-
sible to try to bump that up.

Other capital acquisitions are reduced well below fiscal year
2004. I look forward to an explanation from the Commandant
about the effects these funding levels will have on the ability of the
service to carry out its mission.

Despite the particular attention placed on the Coast Guard’s
homeland security-related missions in recent years, the service per-
forms a much broader range of jobs, and we have to remind our-
selves of that as we go through all of this. As we meet today, the
Coast Guard’s search and rescue, maritime environmental protec-
tion, vessel safety and inspection jobs are being highlighted in the
national media as the service works to search for the crew, address
the oil spill, and investigate the cause of a recent tanker explosion
off the Virginia coast. It is imperative that these non-homeland se-
curity functions remain priorities for the Coast Guard. The
strength of America’s commerce relies on waterborne trade, and the
Coast Guard protects that trade not only from terrorism, but from
other threats. We need to make sure that these programs also re-
ceive attention in the budget.
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Of particular concern is the request to transfer Research, Devel-
opment, Training, and Evaluation funds from the Coast Guard to
the Science and Technology Directorate of the Department of
Homeland Security. It is not clear how this transfer improves the
ability of the Coast Guard to carry out its mission.

I might also add that one of the things that caught the attention
of a lot of members of Congress when we talked about the Coast
Guard moving from Department of Transportation to the Depart-
ment of Homeland Security is that the Coast Guard at some point
in time not be chopped up, so that we have a little bit here, a little
bit here, a little bit here. I am very concerned about this, because
it looks to me like this is the front edge of what somebody might
have as a grand scheme somewhere to start to do this to the Coast
Guard, and it is totally unacceptable to me, I think to the members
of this subcommittee, and to many other members of Congress.

The Maritime Transportation Security Act authorizes grants to
help improve port security. More than $442 million has been
awarded over the last three years under this provision. The Admin-
istration proposes that $46 million be available in fiscal year 2005.
This amount is far lower than the $124.5 million provided to the
Transportation Security Administration during fiscal year 2004. I
look forward to an explanation of the effects this provision will
have on implementing the port facility security plans called for in
the Maritime Transportation Security Act.

Finally, the President’s 2005 budget for the Federal Maritime
Commission proposes $19.5 million for the Federal Maritime Com-
mission, an increase of approximately 6 percent. This increase will
allow the Commission to continue vigilant enforcement of foreign
shipping rules and regulations that protect U.S. shipping concerns.

I would like to thank the witnesses for coming this morning, and
I look forward to their testimony.

Mr. LOBIONDO. Mr. Filner, I know, is on his way. Mr. Thompson,
do you have anything you would like to add, starting off?

Mr. Coble?
Mr. COBLE. It is good to have our friends of the Coast Guard and

the Federal Maritime Commission with us this morning, Mr.
Chairman. No opening statement from me.

Mr. LOBIONDO. OK.
On our panel today we have the Commandant of the Coast

Guard, Admiral Collins, Master Chief Welch, and we have The
Honorable Steven Blust, who is the Chairman of the Federal Mari-
time Commission.

I thank you all for being here, and, Admiral Collins, thanks once
again for coming to this Committee, and you are on.

TESTIMONY OF ADMIRAL THOMAS H. COLLINS, COM-
MANDANT, UNITED STATES COAST GUARD; MASTER CHIEF
FRANKLIN A. WELCH, MASTER CHIEF PETTY OFFICER,
UNITED STATES COAST GUARD; AND HON. STEVEN R. BLUST,
CHAIRMAN, FEDERAL MARITIME COMMISSION, ACCOM-
PANIED BY AMY W. LARSON, GENERAL COUNSEL

Admiral COLLINS. Thank you, Mr. Chairman. Good morning. And
distinguished members, thank you for the opportunity to discuss
the fiscal year 2005 budget for the Coast Guard, a budget that
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hopefully will provide us the central services we need to deliver our
missions to the American public.

It is, as you noted, Mr. Chairman, $7.46 billion, a 9 percent in-
crease over 2004, funding both our safety and security missions.
And when you add this to 2003 and 2004, our discretionary budget
will have grown by 51 percent, if this is approved as submitted.
This budget growth supports clearly both the President’s homeland
security strategy, as well as the Coast Guard’s full range of mis-
sions.

You know, from my perspective, that 51 percent budget growth
over these few years is more than justified. We continue to apply
our budgets both effectively and efficiently, and often achieve ex-
traordinary operational outcomes for the American people. I have
been a part of the Coast Guard for over 40 years, and I continue
to be amazed at the performance of our men and women everyday.
In fact, our operations in the last 10 days paint a clear and vivid
picture of the scope and the national importance of the services we
provide to the American public.

On Sunday, February 29th, we responded to a distress call from
the burning and sinking tanker Bow Mariner, 50 miles offshore,
and our rescue swimmer deployed in 44 degree oil-covered water to
save six crewmen. That rescue swimmer and our air crewmen were
hospitalized overnight because of their exposure to ethanol fumes
and oil.

Search and rescue readiness such as this has been sustained,
even though 18 cutters, 8 aircraft, and almost 1400 personnel have
been deployed between the Coast of Haiti and South Florida. As
conditions have deteriorated in Haiti, Coast Guard cutters inter-
cepted over 900 Haitians and safely repatriated them via the only
functioning element of the Haitian government, the Haitian Coast
Guard base, thus fulfilling our President’s mandate to repatriate
Haitian migrants and present a deterrent to mass migration.

I might add that the only functioning element of the Haitian gov-
ernment is functioning because it was trained by the United States
Coast Guard.

Our maritime homeland security mission requires attention, vigi-
lance, and presence where the risks are greatest, wherever they
may be. This week the cutter Midget deployed, encountered drug
operations off South America and the Pacific, boarded a Colombian
fishing vessel, seized close to 10,000 pounds of cocaine on board,
and turned the crew over to the U.S. attorney for prosecution.

Today, four 110-foot cutters, two port security units, and 477
Coast Guard men and women currently provide critical support to
operations in Iraq. Today we have two polar icebreakers returning
home after the most successful resupply of McMurdo Station in re-
cent memory. We had 28 cutters and 65 aircraft overflights patrol-
ling our fishing grounds and enforcing our fisheries over the last
10 days.

These are just the highlights of our service to the Nation in just
this 10-day period. The fiscal year 2005 budget request provides
the resources necessary for our service to continue to fulfill these
responsibilities to the American public.

For fiscal year 2005 I have four priorities. Number one, to recapi-
talize our operational assets. We are in the same camp, Mr. Chair-
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man. Our greatest threat to mission performance continues to be
that our aircraft, boats, and cutters are aging, technologically obso-
lete, and require replacement and modernization. The Integrated
Deepwater System, or Deepwater, is the answer to these concerns.
The fiscal year 2005 budget also requests resources for Rescue 21
project and provides for the continuation of medium response boat
project amongst other initiatives.

My second priority is to ensure consistent performance across all
missions by leveraging Coast Guard authorities, our capabilities,
and our partnerships. The fiscal year 2005 budget adds capability
and capacity to enable across-the-board mission performance im-
provement, including operational funding for eleven 87-foot cutters
built in 2004; and for five 179-foot patrol boats transferring from
the Navy; as well as some improvements to our 47-foot Motor Life
Boat.

My third priority is to aggressively implement, aggressively im-
plement the comprehensive requirements of the Maritime Trans-
portation Security Act of 2002. Over $100 million in this budget to
do that just, and close to 800 FTP to do just that. We are seriously
engaged in this business, and we have great optimism that we are
going to create a model security code regime for the maritime in
our Country.

The fourth priority reflected in the budget are efforts to expand
what we have called maritime domain awareness. We have talked
about this at previous hearings, but it is the idea of expanding our
situational awareness, our visibility of all things going on in the
maritime environment to identify threats, understand activities,
disseminate timely information to our operational commanders and
our homeland security partners in order to respond to any type of
threats, whether they be terrorist, drug, migration, distress boat-
ers, or illegal fishing. And there are several initiatives in the budg-
et to do just that.

Of course, Coast Guard people make our operational excellence
possible, and the successful operational tempo demonstrated over
the last 10 days is testimony to the skills and the commitment of
our Coast Guard personnel. They routinely put service to our Na-
tion above all else. They are my highest priority. This budget re-
quests the quality of life for our Coast Guard men and women by
providing the necessary pay inc compensation, basic housing allow-
ance, and so forth; and, most importantly, through Deepwater, Res-
cue 21, and other initiatives, provides them with the quality equip-
ment they deserve to do their job.

Thank you, Mr. Chairman. I look forward to questions from you
and the distinguished members of the Committee, and I would be
happy to answer those questions at the appropriate time. Thank
you.

Mr. LOBIONDO. Thank you, Admiral Collins.
Master Chief, thank you for joining us. Please proceed.
Master CHIEF WELCH. Good morning, Mr. Chairman, distin-

guished members of the subcommittee. Thank you for the oppor-
tunity to share my views in support of the Coast Guard men and
women that I am so very privileged to represent.

Your Coast Guard, through the stellar efforts of our tremendous
people, continues to perform the important work of our Country on
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many fronts, fronts that include the recent war against Iraq, the
war against terrorism, the war against drugs, our ongoing efforts
against the illicit trade and transportation of people and goods into
and out of our Country, our efforts against economic depletion, and
our more publicly known resolve to reduce marine fatalities. And
we do this all at the same time.

These efforts have required a huge uplift from our active and re-
serve forces, and we thank you for your support that authorized in-
creased personnel end strengths. It is imperative that we right-size
our workforce, both officer and enlisted alike, to meet the many de-
mands that homeland security requires, while simultaneously
maintaining operational excellence in pursuit of our more tradi-
tional roles and missions.

Our growth has produced some unavoidable juniority within our
workforce; however, our terrific young people continue to meet the
many challenges that face them today. We have enjoyed a record-
high year in our efforts to diversify our workforce through innova-
tive recruiting strategies. Our overall retention rate of 87.6 percent
is the second highest rate since measurement began in 1958.. We
view these successes as being critical indicators that we remain a
positive and progressive service offering an abundance of oppor-
tunity to those who serve us so well.

Through our tuition assistance program we have authorized over
20,000 courses and invested nearly $9 million into our people. We
currently have 13 percent workforce participation in our program,
up 100 percent from just last year. We are also developing a strat-
egy to improve our professional development offerings. We will es-
tablish a senior enlisted capstone course and are working toward
expanding our leadership and management school program, and es-
tablishing an E–5 course for our petty officer corps. We will also
introduce an enlisted professional military education program dur-
ing the upcoming summer. These initiatives are key for us to better
prepare our people for success.

As positive as our workforce trends are, we still face several chal-
lenges that compel prompt attention. As I stated during last year’s
hearing, the first challenge that we face is that of our aging and
antiquated fleet of cutters and aircraft. Those key resources are
now another year older and another year outdated. The magnitude
of this issue simply cannot be overstated because it has direct and
negative impacts to our cuttermen and our air crews, and equally
negative consequences to true operational readiness.

We continue to pursue our Integrated Deepwater System solution
to ensure that we do indeed remain always ready, and not at the
expense of our terrific people. And we greatly appreciate your sup-
port on this most critical of all of our initiatives.

We try very hard to maintain parity with the pay benefits and
compensation package offered by DOD Armed Forces, but due to
associated costs it is difficult for us to equal. Our typically remote
assignment locations also present financial challenges to our people
that are not usually encountered by our fellow service members.
Childcare costs are particularly problematic and can be attributed
to our general inaccessibility to DOD and Coast Guard child devel-
opment centers. We are exploring ways, however, to defer reason-
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able costs to our members with children, and we appreciate your
understanding of the issue.

Health care also remains a challenge for many Coast Guard fam-
ilies, again principally due to our more remote assignment loca-
tions, most far removed from DOD military treatment facility
catchment areas. We believe that many physicians simply decline
to participate as TRICARE providers due to low reimbursement
rates, but we are looking forward to possible gains as a result of
your work on Medicare late last year.

We also continue to face significant challenges with our Coast
Guard own housing units, to the point that our best option is to
divest and privatize. Since our housing authorities have been rein-
stated, we intend to divest our aged, ill-equipped, and ill-main-
tained housing as soon as possible. Having seen the positive results
of DOD’s privatization initiative, I have absolutely no reservations
regarding this matter whatsoever. Beyond pay, housing is the pri-
mary concern of our workforce, and we must do better. Basic allow-
ance for housing reform has been extremely positive, and we appre-
ciate your support of this critical quality of life allowance, but it
cannot be the sole solution to our members’ housing needs.

In conclusion, your continued assistance in our efforts to address
the key quality of life issues of our men and women, both at home
and in the workplace, are greatly appreciated. I thank you for your
service, and I thank you for the time to address you today, and I
certainly look forward to answering any questions that you may
have, sir.

Mr. LOBIONDO. Thank you, Master Chief.
Chairman Blust, welcome. Please proceed.
Mr. BLUST. Good morning, Mr. Chairman and members of the

subcommittee. It is a pleasure to appear here today before you to
present the President’s fiscal year 2005 budget for the Federal
Maritime Commission. I am pleased to be joined today by my col-
leagues, Commissioner Rebecca Dye, Hal Creole, and Paul Ander-
son. Commissioner Joe Brown was unable to be here this morning.
In addition, I am joined by Amy Larson, the Commission’s general
counsel, and Bruce Dombrowski, our Executive Director.

First, I would like to thank the subcommittee once again for its
support of the Commission over the years. We are very appre-
ciative of all your support and look forward to our continuing to
work together again as we go forward this year and the future
years.

The President’s budget for the Commission provides for
$19,496,000 for fiscal year 2005. This represents an increase of
$1.1 million over fiscal year 2004 appropriation. This budget pro-
vides for 135 work years of employment.

Our fiscal year 2005 budget contains $14,397,000 for salaries and
benefits to support the Commission’s programs. This is an increase
of $711,000 over our fiscal year 2004 appropriation; includes all
salaries including those hired in fiscal year 2004 promotions, in-
grade increases, and anticipated cost of living adjustments.

Official travel has been increased from our fiscal year 2004 level
by $16,000. This increase takes into consideration the rise in travel
costs of airfare and per diem increases, and our intention to con-
tinue to offer informational seminars throughout the Country to ex-
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plain regulatory requirements and enhance statutory compliance.
Travel remains an essential aspect of our effort to provide better
service to the ocean transportation industry and to accomplish
oversight duties more effectively.

Lastly, administrative expenses have increased $407,000 over fis-
cal year 2004. The Commission is planning for an increase in rent
as a result of a new long-term lease for the Commission space, as
well as increase to fund homeland security services provided for
GSA. Our administrative expenses will be incurred in fiscal year
2005 to support increases in our customary business expenses such
as maintaining government and commercial contracts, and for
items such as postage, telephones, and supplies.

The Commission’s budget contains primarily non-discretionary
spending. It is composed of mandatory or essential expenses such
as salaries and benefits, rent and guard services, health services,
accounting services, telephone and other communications. These
items represent the basic expenses any organization faces in order
to conduct its day-to-day operations and are crucial to allow us to
meet the responsibilities Congress has entrusted to the agency.

As you know, Mr. Chairman, the Commission is responsible for
the regulation of ocean-borne transportation and the foreign com-
merce of the United States. Since its inception in 1916, the Com-
mission and its predecessor agencies have effectively administered
Congress’s directives for the ocean transportation industry, and its
longstanding expertise and experience have been recognized by
Congress, as well as the industry the Commission oversees, courts,
and other nations. I would like to highlight for you some of the sig-
nificant activities in which the Commission is currently involved.

We continue to address restrictive or unfair foreign shipping
practices under various statute authorities. As you know, the Com-
mission is currently involved in several proceedings related to ship-
ping conditions in China. If you recall, we had initiated a proceed-
ing to investigate whether the laws, rules, or policies of the govern-
ment of the People’s Republic of China might have an adverse im-
pact on the U.S. shipping and warrant action under Section 19 of
the Merchant Marine Act of 1920 under the Foreign Shipping Prac-
tices Act of 1988. I am pleased to report that since I was here last,
a bilateral maritime agreement was signed by Secretary of Trans-
portation Norman Y. Mineta and his counterpart, Minister Jong,
Chinese Minister of Communications, on December 8th, 2003. The
Commission is hopeful that many of the issues addressed in our
pending investigation have been resolved in that agreement, in-
cluding issues affecting vessel operators, NVOs, and other inter-
ests.

The Commission is also considering the petitions of three Chi-
nese-controlled carriers for relief from the 30-day waiting period
that is required for reduction of tariff rates under the Controlled
Carrier Act. As part of its deliberation, the Commission has before
it letters from the U.S. Maritime Administrator, the Under Sec-
retary of State for Business, Economic, and Cultural Affairs. The
letters discuss the commitments made in the bilateral maritime
agreement and urge favorable consideration of the petitions. We
also received favorable comment from the U.S. shipping industry,
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including U.S. flag lines that operate in the trade. The Commission
will discuss these petitions and comments in the very near future.

As you know, the Shipping Act permits ocean common carriers
to enter into service contracts with one or more shippers. OSRA
permitted these contracts to be filed confidentially with the Com-
mission. Indeed, since OSRA’s implementation, ocean common car-
riers report that 80 percent or more of their liner cargo moves
under service contracts. While non-vessel-operating common car-
riers may enter into service contracts as shippers with ocean car-
riers, the Act does not grant NVOs the right to offer service con-
tracts in their capacity as carriers with their shipping customers.

Six NVOs and one national trade association representing NVOs
have filed separate petitions with the Commission seeking some
type of relief from this prohibition, either through individual ex-
emptions or special rule-making. The Commission received many
comments in response to the petitions from all segments of the in-
dustry and Congress.

Thank you, Mr. Chairman, for your comments in this matter,
and thanks to the other members who submitted comments as well.

The scope of the issues and options presented, and the high level
of interest by the shipping public in these issues underscores the
significance of any action or inaction on the Commission’s part in
this manner. We will consider the comments and petitions as expe-
ditiously as possible during this year.

Last year I reported to you that the Commission has been consid-
ering changes to its oversight functions of passenger vessels operat-
ing under Public Law 89–777, which requires cruise lines to dem-
onstrate financial responsibility to ensure that passengers are in-
demnified for nonperformance of a voyage in the event of death or
injury. At this time, we are considering comments that have come
back from the cruise line based on the proposed rules that we put
out last year, and those comments have been evaluated by the staff
and they should be presented to the Commission for further review
and further action in the very near future.

We also continue our vigilant review of carriers’ antitrust immu-
nity authority and utilization. This last year we entered into a set-
tlement agreement with 14 ocean carriers of the Transpacific Sta-
bilization Agreement and four members of other agreements. The
settlement brought to a successful conclusion the proceeding we
mentioned to you last year.

As you are aware, responses to changes in the industry and
input we have received from the public concerning the administra-
tion of our agreements program, the Commission has initiated a
rule-making to update its regulations governing agreements among
ocean carriers and marine terminal operators. We have received
also comments from the industry. We are reviewing those com-
ments and expect to consider the matter again in the very near fu-
ture.

Lastly, the security and safety of our Nation’s transportation in-
frastructure is of critical importance to the free flow of trade, and
the Commission’s oversight of ocean common carriers, ocean trans-
portation intermediaries, and marine terminal operators is a vital
link to the effort to protect our Nation’s seaports. To that end, we
are continuing our efforts to combat unlawful participation in the
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U.S. ocean transportation system by ensuring that all entities en-
gaged in U.S. foreign commerce are in compliance with the require-
ments of the Shipping Act. In addition, we continue to cooperate
with other agencies involved in maritime transportation, including
Department of Homeland Security, Department of Transportation,
and intelligence agencies regarding information sharing and other
possible FMC contributions to the efforts to ensure a safe and effi-
cient maritime transportation system.

Mr. Chairman, I hope my comments have served to give you a
clear indication the important work to be accomplished by the
FMC. I respectfully request favorable consideration of the Presi-
dent’s budget for the Commission so that we may continue to per-
form our vital statutory functions in fiscal year 2005. And I wel-
come any comments and questions that you may have, sir. Thank
you.

Mr. LOBIONDO. Thank you, Chairman Blust, very much.
I am going to start with some questions.
Admiral Collins, I want to focus in a little bit on Deepwater.

Since the Integrated Deepwater program was first proposed in
1998, and first funded in 2002, the funding provided to the pro-
gram has not been sufficient to maintain the 20-year time frame
that we initially agreed to, that was proposed and we agreed to. A
couple of questions. What level of fiscal year 2005 funding would
be required to restore prior year shortfalls and get Deepwater back
on the 20-year timeline, which I believe now would be 2021? And
the second part of the question is how much of these additional dol-
lars are due to program changes?

Admiral COLLINS. Mr. Chairman, of course, the current request,
combined with the 2004 enhanced funding that we received
through your support and support in the Senate, filled a cumu-
lative hole that we were carrying forward in Deepwater that put
us on a 27-year-plus timeline. So we recovered with the addition
of $168 million last year, that was added to the Deepwater pot.
This year’s budget request that we have on the table puts us on
that same timeline of 20 to 22 years, probably a little closer to 22
years at the request that is in the President’s budget. So we are
very pleased that, in fact, the Administration has recognized that
adjustment year in 2004 and the 2005 request is in consonance in
terms of getting us on this 20 to 22-year timeline.

Technically, if you wanted to get real close to the 20 versus the
22, it would probably increase to $795 million, my staff says. But
the 2005 budget, from our perspective, is sufficient to keep us on
track, to make some meaningful progress in this project, and it is
higher than the notional design that was initially proposed as part
of the contract award. As you recall, that requirement was defined
in 1998 dollars as $500 million notional each year in 1998 dollars,
plus $30 million approximately for project management administra-
tion and oversight in each year, adjusted for inflation. If you ex-
tended that 1998 number to this 2005 budget, the funding would
be around $600 million. So we are above that with the President’s
request, and we are pleased, again, both with the 2004 action and
the 2005 number.

If I could just add one more comment here, the concern is really
how we deal with the out-year going forward, because my biggest
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concern is that the current legacy systems or the current systems
are wearing out faster than we anticipated, and there is very
graphic evidence of that, with 20 hull breaches in our 110-foot cut-
ters, that is actually water coming in because the hull has deterio-
rated; substantial power failures in our HA–65 helicopter for the
whole engine control gear box system; major cutter failures on our
378-foot cutters were excessive, unplanned maintenance that has to
be scheduled. We are losing operational cutter days every year.

Those combination of things means that the decay curve, if you
will, of the legacy systems is steeper than we anticipated back in
1998. So we have to come to grips in the out-years, in 2006, 2007,
2008, and how we can deal with that, because what happens with
this downward spiral, Mr. Chairman, is you are consuming the leg-
acy systems in front of your eyes. You have to steal from the re-
placement money to sustain the legacy systems. That pushes the
replacement system off even further, and you get in this kind of
downward spiral, where it is stealing from the replacement money
to sustain the legacy systems, and so forth, so there is dynamic
tension. And that is my greatest concern, because the trend lines
are not good for some of these major systems. So the key is where
do we go from here. We are very appreciative of the Administration
supporting this to the magnitude in 2005. Where do we go from
here in the out-years in terms of addressing this downward spiral
problem that we are seeing.

Mr. LOBIONDO. Well, Admiral Collins, that is exactly what you
have just outlined, of why my level of concern is so high and why
I know this subcommittee is not going to rest back on the proposed
level. The assets are wearing out at a much faster rate than were
anticipated, and if we don’t keep track with at least a 20-year pro-
gram, we are going to find ourselves, I think, in even more serious
trouble. I understand your responsibility to the President and the
Administration, but I have to tell you that the Coast Guard using
the term ‘‘modest acceleration’’ to describe the $678 million request
for Deepwater because it results in a timeline of approximately 22
years versus the 27 years, I have to tell you that I find these terms
less than straightforward and counterproductive.

We know that in past years whatever was proposed in Deep-
water, when certain other folks in other parts of this body get their
hands on it, are reduced. And if we are not making the case to stay
even for 20 years, we are going to find ourselves falling further be-
hind. When the final numbers come down, if somebody decides to
take a pencil to them, we are going to find ourselves at a 30-year
program; you are going to be back telling us that assets are deplet-
ing at a much faster rate than anticipated, we are going to be
wringing our hands and gnashing our teeth. You know, this is not
a good situation.

I have consumed a lot of time. I may get back to Deepwater in
a little bit, but I would like to turn this over to Mr. Filner right
now.

Mr. FILNER. Thanks, Mr. Chairman. I apologize for being late. I
have read your testimony. I am trying to shuttle between two com-
mittees, and I appreciate this hearing.

I am not sure that you have used these examples, Commandant,
as showing what the Coast Guard is doing, but I have read in just
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the past couple weeks how you responded to the collision of the
Lower Mississippi, of the offshore supply vessel Lee III and the
Zim Mexico III killed five people, and you were searching for sur-
vivors, closing the river to marine traffic. You are still continuing
your historical role, and, of course, the explosion and sinking of the
tanker, the Bow Mariner, off the coast of Virginia which killed 21
people. I know that the Coast Guard saved six of the crew while
risking your own personnel in doing that, and it was a very dan-
gerous situation with oil and ethanol in the water, so we thank you
for that action. You have already repatriated over 500 people from
Haiti, and I assume we are going to run into more of that. So you
continue to do the job for America that we know that you can do,
and we want to make sure that you have the resources to do it.

I will come back to that. I notice, Admiral, that in your second
year you are learning these bureaucratic terms far more than you
did in your first year. He asked what you needed, and you kept
saying what the President’s request was. We may get back to that.
Don’t get hijacked by this bureaucracy, Admiral.

Let me focus, if I may, on the west coast, where I represent, San
Diego. I don’t think we are doing the job in interdicting the drug
smugglers off the west coast that we need to do, because you do
not have the resources. And, as you know, I have been talking to
you a lot about the armed helicopters to stem the flow of drugs.
Something like 75 percent of the drugs enters the United States
through the Pacific, but the Coast Guard does not have, for exam-
ple, those armed helicopters that have snipers to shoot out fast-
moving drug boats on the west coast, we don’t have any; they are
on the east coast, which has less of the problem.

So the Chairman and I and this Committee worked to give an
authorization for these so-called Hitron helicopters in last year’s
authorization, and I hope we can provide funding for fiscal year
2005.

I ask, in fact, that I can submit my statement for the record.
Mr. FILNER. But again, Admiral, to get onto the problem of the

drugs, we have 75 percent of the problem. We are not interdicting
at a rate that is adequate. As I understand, the Hitron, when it
is engaged, has about 100 percent success rate in dealing with
those boats. So what are we doing and how does that fit into your
current solicitation for the HA–65 helicopters? Are you trying to
find a more powerful engine for those or just put in a similar en-
gine as what they have now?

Those are sort of all wrapped into one question.
Admiral COLLINS. Sure. Let me try to succinctly answer that

question. Clearly, we are enamored, we embrace this capability, as
you do. A baseball player would be happy.

Mr. FILNER. I love you said enamored. That is not a bureaucratic
term, so I am glad you heard me.

Admiral COLLINS. We think it is a terrific capability. We want to
expand that capability, there is no question about it, that is why,
in our capital budget, there is an armed helicopter line item in that
budget to prototype air station Cape Code H–60 helicopters with
that capability. And our preferred approach is to move that organic
capability to all our helicopters. That is the ultimate vision of this
thing, and that line item will help us move to the H–60. The cur-
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rent deployment of those assets, of course, as you know, is out of
Jacksonville. They are deployers. They deploy with most of the
ships that are positioned to interdict drugs, including the Eastern
Pacific. Most of the ships that sail out of San Diego and Alameda
are going way down to the Galapagos, they are going right off the
western coast of Colombia, and all those Hitron helicopters are de-
ployed to them as well as to the Caribbean. So from Jacksonville
we are servicing both sides, both the Caribbean and the Eastern
Pacific.

To answer your question on the H–65, the current limiting fac-
tor, they are our deploying aircraft other than the Hitron heli-
copters, of which we have eight. They are the other deployers, but
they don’t have the power systems, that is, the engine, the gear
box, and the engine control systems to have sufficient power to sup-
port that mission. Part of the Integrated Deepwater solution is to
take that helicopter and expand the mission capability of it. Struc-
turally, it is a sound helicopter; it has many years left in it. Deep-
water was to re-engine that helicopter, new avionics, stretch the fu-
selage so it can have the full range of Coast Guard missions, in-
cluding interdiction by force.

Mr. FILNER. But to follow up on that Chairman’s question, how
long is that going to take to do that?

Admiral COLLINS. Well, that is page one. Page two is we have ac-
celerated a portion of Deepwater for the HA–65 because of the
pressing problems we have right now with those engines. We have
had increasing power failures midair and others in those engines.
The whole power train, not just the engine, fuel control, lack of a
digital control system, gear box, and engine. That whole system is
failing, and I have made a decision to accelerate the re-engining
portion of this helicopter project. That is moving out. We have
tasked Lockheed-Martin, our integrator in the Deepwater program,
to go out and start that acquisition ASAP to find a safe and reli-
able engine replacement that will include a new control system,
new gear box, and new engine.

Mr. FILNER. I asked how long that will take.
Admiral COLLINS. They are going to come back with a solution

this spring. We will start production and start the project no later
than mid-June. And it is going to be about an 18-month period to
equip, to transition the entire fleet. So the timeline is we start the
project, physically start the project, taking in engines, putting them
on aircraft, those kind of things in the June time frame, and it will
take 18 to 24 months, probably, time frame to re-engine the entire
fleet.

Mr. FILNER. But those helicopters are not armored, right?
Admiral COLLINS. They are not armored helicopters.
Mr. FILNER. OK. So they have a certain capability certainly in

search and rescue, but as far as I understand, and I am a layman
in this, they don’t match this other squadron’s capability of inter-
dicting drugs, even if they are re-engined, it sounds like to me,
right?

Admiral COLLINS. But part of the whole Deepwater solution will
include expanding that mission profile. These helicopters are one of
the subsystems within Deepwater project that really lend them-
selves to a faster implementation because of the current state of
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their maintenance and their readiness, and the 110-foot patrol
boats are another one of those that are real problematic. But we
are accelerating that. That will give us the power necessary to
equip those helicopters for use of force, and the H–60 helicopters
is also part of our game plan.

As you know, that capability is not only important for countering
drugs, it is also important for homeland security. So if we are going
to enforce the security zone, we are going to provide air coverage
for a high-risk vessel coming in and out of port, that capability is
very, very important.

I might note that we did mobilize a Hitron helicopter and deploy
it in the latest orange alert condition, and we deployed it up in
Prince William Sound because of a basic threat assessment associ-
ated with that orange condition.

So we are moving out on multiple fronts: H–60, 65, and aggres-
sively deploying the Hitron helicopter both in the Eastern Pacific
and the Caribbean.

Mr. FILNER. I am sorry, Mr. Chairman, I just am trying to un-
derstand the Admiral.

So will there be any more Hitrons in your arsenal, under your
plan right now?

Admiral COLLINS. Our current plans do not include expanding
the Hitron squadron. Our emphasis is building that capability or-
ganically. As you know, these Hitron are leased helicopters. We
want to build them organically into our fleet of helicopters. We feel
that is a core capability that we need to have.

Mr. FILNER. OK, I will just end this because my time has ex-
pired, but I just don’t think we are going to have the capability
quick enough in the scenario you outline on the west coast. It just
doesn’t sound like that to me, but we can talk about it further.

Mr. LOBIONDO. Thank you.
Mr. Coble.
Mr. COBLE. Mr. Chairman, good to be with you.
Good to have you all here.
Admiral, I want to talk a little bit very briefly about the heroic

rescue that was effected over the weekend, as was alluded to ear-
lier. Were those victims rescued by Coast Guard assigned to the
Elizabeth City air station?

Admiral COLLINS. Yes, sir.
Mr. COBLE. That was a rhetorical question. I just wanted the

record to reflect that a North Carolina station was involved.
Mr. LOBIONDO. Excuse me, Mr. Coble. Let me just interrupt you

for a moment.
Just for clarification, the first helicopters from the Coast Guard

on site were from which air station, Admiral?
Admiral COLLINS. There was some New Jersey participation as

well.
Mr. LOBIONDO. That would be Atlantic City, wouldn’t it be, Ad-

miral, that were there first?
Mr. COBLE. Reclaiming my time.
Admiral COLLINS. This is a team effort, Mr. Chairman.
Mr. LOBIONDO. I know. I just wanted the record to reflect who

was there first, Mr. Coble, that is all.
Mr. COBLE. Reclaiming my time.
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Mr. FILNER. Was San Diego also involved?
Mr. COBLE. I appreciate that, Mr. Chairman.
Mr. FILNER. Was San Diego also involved, Admiral?
Mr. COBLE. It had to be.
Admiral COLLINS. In spirit.
Mr. FILNER. Organically, as you would say.
Mr. COBLE. I hope my time is not being penalized with all this.
But my point is, Admiral, I still have the fear, and I don’t want

to be negative about this, but I have the fear that many Americans
do not fully appreciate what the men and women of the U.S. Coast
Guard do. It was another day at the office for you all, and kudos
to you all, and to New Jersey, San Diego, and Elizabeth City as
well.

Admiral, let me ask you this. As you know, I am an avid sup-
porter of Rescue 21. I am advised that the program has been de-
layed to some extent. Now, as critical as this program is to the
Coast Guard, do you still require all the funding in this year’s
budget in support of the program? It is my belief that you should,
and I think that the money is needed probably more than ever now
to get the system in the field. What say you to that?

Admiral COLLINS. Thank you for that question. As I mentioned,
every time I talk about our modernization, Deepwater and Rescue
21 are bookends, they are sort of really key enables for us. That
project we have pursued aggressively under the direction and sup-
port of Congress. As it involves a heavy IT component to it, soft-
ware, and software has bugs, and as this project was working
through, there were some software issues and code issues and so
forth, and we got hung up on some of the testing and performance
associated with the software, which we didn’t want to go to step
2, 3, and 4 until those were worked out. They have been worked
out to our great satisfaction, but that has incorporated a little bit
of a delay in the project, which we hope to recover, by the way,
with parallel processing and so forth through the life of the project.

The bottom line is there will be some delay in the initial operat-
ing capability. We originally forecasted, Mr. Chairman, your neck
of the woods, your coast would be implemented initial operating ca-
pability in late summer of 2003. It will be the summer of 2004 here
before we get that initial operating capability. And once we get that
clearance, I think we can really speed up and roll. But having that
money in the pot is critical for us to keeping and recouping the
schedule, so it is absolutely indispensable, and we are pulling out
all the stops to make sure that we can hopefully recover; if not, do
not delay any more.

Mr. COBLE. Thank you, Admiral.
Master Chief, let me put a three-part question to you. Do you

feel the Coast Guard enlisted personnel have adequate equipment
to do their jobs, (a); (b), what concerns have you heard from Coast
Guard enlisted personnel regarding the quality and cost of the
health care and housing programs extended to them; and, finally,
(c) have the military pay increases of the last several years been
adequate to take care of the Coast Guard enlisted force and their
families?

Master CHIEF WELCH. Thank you for the question, Mr. Coble. To
answer your first question, with regards to the equipment provided
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to our enlisted corps, I would like to expand that to include the
equipment provided to all of the men and women in the United
States Coast Guard. And the answer to your question, sir, is over-
all yes, we do have the equipment that we need in order to effec-
tively and efficiently perform our functions; and I mean that on an
individual basis. In a programmatic sense, though, I think, having
sailed in our cutter fleet for 13 years and commanded two cutters,
one in a post-September 11th environment, that it is simply——

Mr. FILNER. And where were they based?
Master CHIEF WELCH. They were based on Bodega Bay, Califor-

nia.
Mr. FILNER. Oh, I thought San Diego.
Master CHIEF WELCH. Up the creek, as they say, sir.
But knowing firsthand the shape of our cutters and the shape of

our aircraft, compared with the missions that we ask our men and
women to do aboard these platforms, I cannot honestly say that in
that context that our men and women do have the resources that
are adequate to perform their jobs. We have men and women who
sail the sea. It is very important that those vessels stay afloat. Men
and women who conduct their service in the air. It is very impor-
tant that our helicopters have the adequate power to conduct the
mission and bring these men and women home.

Your second question, Mr. Coble, was related to the quality of
health care and housing. Health care for many of our men and
women throughout the Coast Guard has been problematic. And I
say problematic in that most of our men and women are assigned
far outside the military treatment facility catchment areas, and by
that I mean they are typically well beyond the 40-mile radius that
surrounds Department of Defense military treatment facilities.
That predisposes our people to some very serious hardships as it
relates to obtaining health care. There are also some difficulties as
it relates to our people finding physicians that participate as
TRICARE providers, and we believe that, simply due to low reim-
bursement rates, many physicians choose not to participate in the
program.

There are also some issues related to health care, but in another
sense, and that is the cost of travel that many of our men and
women have to fund out of their own pockets, to acquire health
care, and that is particularly true in our more remote locations in
Alaska and Puerto Rico. The joint Federal travel regulations simply
do not support transportation.

Mr. COBLE. I noticed my time has expired, Mr. Chairman, and
I know you are on a short leash here. Would it be in order if the
Master Chief just responded in writing to those three questions, in
the interest of time?

[The information received follows:]
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Mr. LOBIONDO. That would be appropriate.
Mr. COBLE. If that is OK with you, Master Chief, and then I will

yield back my time.
Master CHIEF WELCH. I would be happy to submit those for the

record, sir. Thank you.
Mr. LOBIONDO. Thank you, Mr. Coble.
Mr. Oberstar, we are very honored and pleased you have joined

us today.
Oh, excuse me. OK, Mr. DeFazio, we are pleased you are here

too.
Mr. DEFAZIO. I thank the ranking member and the Chairman.
A few quick questions.
One, Admiral, I don’t find reflected in your budget. The Coast

Guard has conducted a very successful program which I believe
should be applied to the entire aviation industry, and I will be
working on the civilian side, and I think DOD is moving ahead,
which is coding of critical aircraft components. You have pioneered
the technology, but I don’t see reflected in your budget that you are
going to move ahead and code all your parts.

Admiral COLLINS. You are right, it is not in the budget. I have
to start by first saying that you have been instrumental in kind of
kicking this issue down the street, and we should extend a great
thank you to you. I think we have gone through phase 1 and, as
you said, we demonstrated the technology and we did it very, very
successfully, so much so that the Department of Defense has
glommed on to it and is moving out sharply with it. They may have
a little deeper pockets than we do, sir, but I think it is a tremen-
dous project. I would like to find ways to advancing phase 2 and
phase 3. I think it provides a great deal of efficiency in our inven-
tory system and improves our readiness overall. So we need to find
a way to advance that cause, I couldn’t agree with you more, sir.

Mr. DEFAZIO. Well, maybe we can get DOD to take over for you
there. And I would say, yes, readiness and efficiency, but also safe-
ty. My original concerns in this area arose from the fact that a very
substantial portion of the FAA’s inventory and/or the commercial
fleet’s inventory and the military inventory, we can’t certify those
parts, we don’t know that they are actually airworthy.

We have had an ongoing discussion and I still have concerns
about security plans on foreign flag vessels. And I won’t revisit it
exhaustively, but as I understand, under Federal law, the Maritime
Transportation Security Act, we are supposed to require these
plans, approve these plans, or we are going to allow classification
authorities to approve them, but I still understood from previous
conversations there would be a Coast Guard review. But I under-
stand now that we are considering the controlling authority to be
the international ship and port facility security code, which is not
the law of the United States, and that that does not require, appar-
ently, the Coast Guard to review and retain copies of these plans.

Admiral COLLINS. Yes, sir, we have discussed this at previous
hearings, and I understand your concern and other members’. I
think we are caught between what we have developed internation-
ally, which is a tremendously positive thing. I think by any meas-
ure the international ship and port security code is a very, very
positive thing that drives an international security regime through
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this truly global system. It is very, very positive. And the strength
in numbers. You know, even if 80 percent of the 108 were doing
it, you are really much more effective than one nation doing it. So
it is a very, very positive thing.

Our approach and our interpretation, my lawyers advise me, is
the flexibility in this, is that we will review the security apparatus,
the security culture, the security management of inbound foreign
vessels through our ports-bay control hand, and so when they come
in, every vessel, every vessel with a ship security certificate issued
by their flag administration, which is what the code specifies, we
will inspect. Again, to borrow a phrase from the past, and I have
used this, ‘‘trust, but verify.’’ We will accept the security certificate,
but we will be on board. We will monitor are they practicing secu-
rity, do they have access control, do they have perimeter security,
do they have a security officer, does he know his job, is the security
alarm on board; all the features that are required in it.

I think it is very powerful, because we are not going to just trust
a piece of paper, we are going on board to ascertain that they are
practicing security. We are going to do it to every vessel, and we
are going to do it annually for every vessel, and we are going to
do also about 20 percent in between, depending on our risk assess-
ment, threat assessment, and so forth.

And the other part of this is we are going to keep very rigorous,
complete, comprehensive records of all the vessels and how they
are tending to these security requirements; and we are going to
have a performance record and we are going to rate and we are
going to evaluate, and we are going to share that around the world,
and we are going to hold vessels accountable to that.

Mr. DEFAZIO. If you find that vessels, in particular, you develop
patterns, like we have had a watch list before, if you find a pattern
of noncompliance with one particular registry, will you then require
some enhanced monitoring of that?

Admiral COLLINS. Absolutely. Up to and including denying entry.
I mean, we can detail, we can deny entry, we can require certain
actions to be taken before the vessel departs or comes in port; and
we are going to do that very, very aggressively. And I think we
have achieved some success on the safety end of the business. If
you look between 1995 and 2000, 2001, we reduced the number of
substandard ships, from a safety perspective, coming into our
Country by over 65 percent because of our strong ports-bay control
inspection apparatus. I think we have the strongest ports-bay con-
trol approach of any nation on the planet, and we are going to be
even ratcheted up for security. We are training over 500 of our in-
spectors in facility inspection and vessel security inspection right
now, well before the code goes into effect. We have got a very
strong curricula developed in a program performance, human per-
formance time of training program that is developed down in York-
town, putting our folks through it. My chief of staff just came back
the other day from it; he said it is a terrific program.

So I just want to assure you that we do not take this lightly; we
take it very, very seriously, and we have been and will be very ag-
gressive over the ports-bay control.

Mr. DEFAZIO. Thank you, Admiral.
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Master Chief, I share the concerns of my colleague, Mr. Coble,
and I would just like to be included in the response you provide to
him because housing, in particular, in my district has been a very
difficult problem, and the way you assess housing allowances has
been very problematic, and I would like to know what progress we
have made there.

And one very last quick observation, Mr. Chairman.
To Chairman Blust, I am concerned at the approach the Admin-

istration has chosen with Cosco. Cosco is an agent of a communist
government. Cosco does not fairly compete or attribute cost, and
even though we aren’t controlling a great deal of their structure at
this point to wave basically any control over their cost structure,
in order to get them to comply with international law, in order to
get them to allow U.S. ships what is supposed to already be regular
and non-harassed entry into their ports, it puzzles not just the Re-
publican administrations, the Clinton administration was a door-
mat for China too, but I just would like to know when we are going
to stop being a doormat for the communist Chinese. We should
have, instead of giving them these new concessions, said, guess
what, you have got these requirements on all these U.S. ships com-
ing into your country. We are going to have exactly the same re-
quirements on your ships coming into the United States of Amer-
ica. How long do you think they would have kept it up, since their
ships are full? They wouldn’t have kept it up very long. I am con-
cerned that we are conceding to them to get them to comply with
law and to treat us justly, as opposed to retaliating against them
and sending them a message that we aren’t a doormat.

Mr. BLUST. Thank you, Congressman, for your comments. On the
8th of December there was a bilateral agreement that was signed
between the U.S. Government and the Chinese government, by
Secretary Mineta on the U.S. side, and Minister Jong on the Chi-
nese side, which, from what we can tell, addressed the concerns
that the industry raised with us over the last four years, concern-
ing equal access to services, being able to provide services in China,
having fairness in the ability to do business in their marketplace.

And so we have been watching it very closely, and it appears
that virtually all of their concerns have been adequately addressed
through this bilateral agreement, and the feedback we are getting
from the carriers is that the Chinese government is moving for-
ward on certain approvals of their applications.

Mr. DEFAZIO. Well, it is amazing, but my wheat farmers are still
waiting for Oregon wheat to get into China after the permanent
MFN two years ago. They came in a year later and said, you know,
you were right, we are never getting into that country. The Chinese
are very good at playing this waiting game, and then it will hap-
pen, oh it was just this one port that was doing it. Well, we don’t
really control the individual ports, the ports are really not con-
trolled by the central government; you will have to go back and ne-
gotiate with that port. So we are always waiting and we are always
on the cusp of these breakthroughs, and they never happen, and
yet we give them, up front, this concession for their carrier.

And just one last point. In a recent conversation I had with an
economist on my concern about U.S. jobs fleeing to China, I said,
well, at least we have the auto industry. He said, oh, no. We are
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building state-of-the-art auto plants in China. I said, yes, but the
cost factors; bringing those cars over here, that can’t be cost-effec-
tive. He said, oh, don’t you realize they don’t have any cost to bring
the cars over here because the communist government owns the
shipping line. And so now we are going to basically remove any
oversight or regulation of the tariffs charged by the government-
controlled shipping line to further undermine, and with the fact
that a few of our pathetic shippers are saying, oh, well, maybe now
we are going to get in there, maybe.

I am sorry, but I have heard it all before, and will be hearing
it again next year, I am sure, on this or similar new artifices that
these people create. Sooner or later we have got to stand up to
them; and if we don’t stand up to them sooner, later we are not
going to be able to.

Mr. LOBIONDO. Mr. Hoekstra.
Mr. HOEKSTRA. Thank you. I will say amen to that.
I just wanted to say thanks. Since 9/11, the concern in the Great

Lakes area was that the focus of the Coast Guard would shift to
the ocean coasts, and we expressed that concern after 9/11, and I
really do believe that the Coast Guard has kept up its end of the
bargain. When you said now we recognize the importance of the
Great Lakes, the freshwater supply, the international shipping, the
safety issues, the nuclear power plants, and the broad array of
functions that you provide on the Great Lakes, and, as far as I can
tell, you have kept your commitment to the Great Lakes and kept
the presence and the services there that we value very highly. I
just wanted to express my appreciation for the effort that you have
had under continuing difficult budgetary times to make sure you
keep that balance in place.

Admiral COLLINS. Thank you, sir, for that comment. It must
have been the hospitality that was shown at Grand Haven last
summer. When you get that kind of hospitality, you certainly have
to make sure you continue your presence. It is a great place.

Mr. HOEKSTRA. Whatever it is, if it is something we have done,
we will keep doing it. But, you have been there, so you know how
well the Coast Guard is appreciated and supported, not only in
West Michigan, but throughout the Great Lakes. And so thank you
for keeping that balance.

The port security effort that you have been doing on the Great
Lakes, I met with some of your folks a couple of months ago, and
it seemed to be fairly flexible. What is the status of certifying the
various facilities around the Great Lakes that they have adequate
security plans in place in regards to what your criteria might be?

Admiral COLLINS. As you know, the NTSA and our regulation
that we promulgated last November requires a hierarchy of plans,
assessments and plans for the nations going from vessels to facili-
ties to a port plan itself, and a national plan; and all that effort
is ongoing as we speak. There is smoke coming out of my head-
quarters in terms of folks working very, very hard on that. We
have received, for instance, of all the vessel plans in the Nation,
and there is about 9,000 of them, about 99 percent have been re-
ceived; and facility plans over 90 percent as well. And we are in
the process of reviewing those. This is sort of a stage 1 review,
stage 2 review, and so forth, where we look first for completeness,
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they have got it in the right format, they have got all the informa-
tion there; then we do a content review. And that is all playing out,
and with give and take with the respective facilities and the ves-
sels.

In some cases we allow alternative security plans. In other
words, if they have a unique circumstance or they already have got
a security plan in, we are just interested in performance. It is a
performance-based regulation and we said these are the kind of
features the plan or security regime has to have in a particular fa-
cility or vessel, and if you could meet them some other way, we will
accept that after review. Those are all playing out, and hopefully
within the next month or so we will have most of those locked in.

Mr. HOEKSTRA. And I think that is accurate, the process that you
have described, that allows for flexibility, that it hasn’t become a
bureaucratic exercise. And, again, I think folks really appreciate
the focus on performance and not the requirements of making sure
you check every box on a form.

There were some pretty strict penalties or fines that could be im-
posed for noncompliance or being late. Do you have any idea the
number of fines?

Admiral COLLINS. They can be fined up to $25,000 civil penalty
for not submitting. And, of course, they were supposed to submit
at the beginning of the calendar year. On the stats that I have for
vessel security plan review, 9,000 required, had received 8,887, or
99 percent, and there are only 89 notices of violations that have
gone out. In terms of facility security plan review, around 3500
plans that the rule is applicable to, we have received 92 percent of
those total plans, and we have issued 63 notices of violations, and
are aggressively discussing with all those that have not yet submit-
ted.

So there are some notices of violations that have in fact gone out,
but that is a pretty good rate. We want 100, and we are going to
get 100, but I think at this point in time that is not bad, where
we are, in terms of the total compliance.

Mr. HOEKSTRA. 99 and 92 percent is not bad. Congratulations.
Thank you very much.

Admiral COLLINS. Thank you, sir.
Mr. LOBIONDO. Thank you, Mr. Oberstar. We are very honored

and pleased you have joined us today.
Mr. OBERSTAR. Thank you, Mr. Chairman. It is always interest-

ing to participate in the Coast Guard reauthorization hearing. Glad
to have the Coast Guard here and the Federal Maritime Commis-
sion.

Let me start with FMC, although I have a different view from
that of Mr. DeFazio on the U.S.-China trade. For the first time in
the history of my district, we are selling something to China. The
iron ore mining industry in Minnesota has suffered from the de-
cline in the steel industry from foreign produced steel that dis-
places American steel, and when they aren’t melting steel, they are
not using taconite, the ore from Northern Minnesota or Upper Pe-
ninsula Michigan.

But China’s steel industry is now the world’s largest, it is pro-
ducing 200 million tons of steel, all for internal consumption, and
there is a shortage of iron ore at reasonable prices in the world
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marketplace, and last summer Lei Woo Steel of China contacted a
company that had been put into bankruptcy because ore from
Brazil, produced under a World Bank loan approved in 1982 by the
then Reagan administration, over my very vigorous objections, now
is coming in to Middletown, Ohio. That steel company, AK, stopped
taking pellets from Minnesota. Our taconite plant shut down, 450
people laid off. Four hundred twenty people are working today be-
cause we were able to successfully negotiate shipment of iron ore
to China for that steel mill.

So I have a renewed appreciation for U.S.-China trade. I have
mostly spent time on that trade on aviation, but also in January
1999, at the request of the State Department, I went to Beijing to
meet with the aviation minister and the maritime minister, Vice
Minister Hong, on the maritime agreement, which was signed, as
you noted, in December last. I was there at DOT for that signing.
And I think this marks a very important step in our relationship.

And while there are some irritations, there are irritations on the
Chinese side. For example, I had extraordinary difficulty. I had to
get up, and one of my staff, at 2 in the morning for three days run-
ning to get in touch with our counselor offices in Hong Kong to
work out a visa for the appropriate official of the Chinese steel
company to come to the United States to conclude this agreement.
Our homeland security is so zealously protective that they are
making it virtually impossible for Chinese to get visas to come into
the U.S., which is a great impediment, and our aviation trade
agreement, which is now under discussion as we speak here in
Washington at the State Department.

So the maritime agreement, however, does not go into effect until
FMC issues an exemption for Costco to file rates three days in ad-
vance instead of 30 days in advance, as is now. When do you antici-
pate being able to issue those exemptions?

Mr. BLUST. Congressman, we have asked the industry for com-
ments on the petitions. We have received comments back in Janu-
ary, at the end of January, I guess it was, or middle of February,
actually, including comments from two of the U.S. carriers who are
operating in the trade who did not have any objections to the peti-
tions moving forward. Our anticipation is that we will be consider-
ing those petitions probably within the next 30 days, either this
month, if we can arrange it, probably at the latest in April. But it
is something that we are moving along on quickly, and all the com-
ments we got back were in support, which is good. So we are ready
to start moving forward. And the progress that has been made in
the trade, as far as opening it up to the U.S. carriers, has been sub-
stantial, and it appears that it will continue to move forward. So
I can’t speak on behalf of fellow commissioners, but from every-
thing I have seen and the information we have received back,
things look very positive to move forward.

Mr. OBERSTAR. Thank you. I appreciate that. Setting the stage
for that was our Ocean Shipping Reform Act of several years ago,
which was a very intensely negotiated matter not only within our
Committee, but between our Committee and the counterparts in
the other body; and I think it is a significant move forward.

I see the bells have rung for a vote.
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Thank you, Commandant, for your report on the state of the
Coast Guard. And while my colleague, Mr. Coble, worries about
whether the American public understands the role of the Coast
Guard, all they have to do is tune in to the Weather Channel.
Every week there is a report on a Coast Guard rescue on the
Weather Channel’s report on storm stories. So they are doing a
great job of advertising your wonderful services to the American
public in search and rescue.

Admiral COLLINS. We have plenty of material.
Mr. OBERSTAR. Yes, you sure do.
I want to compliment the 8th District. I had the wonderful oppor-

tunity to tour the facilities, meet with the men and women, observe
the operations, and see the future of the Coast Guard. This is how
technology can be brought to bear on the needs of the problems and
the urgencies. These are the initiatives that you take in vessel
tracking systems to satellite guidance to monitoring to 26 States
that are under the jurisdiction. I was astonished. But you have got
a great crew, great team, high morale and high degree of price, and
it was a great experience to participate with them in a full day of
observance.

Admiral COLLINS. Thank you, sir.
Mr. OBERSTAR. I have two concerns. It is good to see this budget

coming up, and I hope, Mr. Chairman, we not only pass a Coast
Guard authorization bill, but that the other body gets it done, and
that we a bill through to enactment.

But I have two issues. One is from the time that I came to Con-
gress in 1975, Coast Guard personnel was 39,000. It is about
40,000 today, but the ratio of officers to enlisted is going up; there
are more officers than enlisted personnel. And I am wondering who
is actually operating the systems. I know that technology, as I have
seen it, is an automation replacing the enlisted personnel, but
someone at the end has got to operate the equipment. How are you
doing this?

Admiral COLLINS. Sir, we are growing. That is the good news.
[The information received follows:]
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Mr. LOBIONDO. Excuse me. If I could interrupt, Mr. Oberstar, for
just a minute with the commandant. We are at the 10-minute
mark, so the bells are going to go again. I know some members
have expressed they don’t like to cut it down too short, so if it is
a relatively short answer, we can proceed, or I am happy to recess
and reconvene. We have three votes.

Mr. OBERSTAR. Well, I have one other question.
You can submit that for the record.
I have one observation, and that is on pilotage on the Great

Lakes. It is becoming increasingly frustrating for the pilots on the
Great Lakes not to get their rate-making completed through to
issuance of final regulations. They are two years behind in being
paid an adequate fare. They are the lowest paid pilots of any pi-
loted system in the United States. They have the longest system,
the longest mileage, huge responsibilities, greater difference of con-
ditions in which to operate than any other port range in the United
States, and they are two years behind. The interim rate that was
issued last December, after a lot of prodding on my part, still
hasn’t been put into effect. When do you expect to get this done,
and why is it taking so damn long?

Admiral COLLINS. It is my understanding it was put into effect
in January, 5 percent adjustment. I will check that.

Mr. OBERSTAR. No, it doesn’t take effect until the shipping sea-
son begins. There was still time in the tail end of the shipping sea-
son, but it doesn’t go into effect until the next shipping season,
which isn’t until April.

Admiral COLLINS. Well, again, it will apply at the first oppor-
tunity that has been determined. And we are moving out as quickly
as we can, Congressman, to do it right. It depends what set of
glasses are on, how you view this issue, and there are a lot of dif-
ferent stands.

Mr. OBERSTAR. I know, I read the documentation. FedNav is the
largest shipper in the Lakes. They have tripled their rates, tripled
their charges to their shipping companies, but they are holding
down and doing their damndest to hold down the rates for the men
that guide those ships through those treacherous channels and in
those port areas, and I think it is only fair that we get this thing
settled.

Admiral COLLINS. I agree, sir. It is a high priority for us to move
out on, get a good system, get a good rate, get a fair rate for those
folks that do a terrific job everyday, and we are going to do just
that.

Mr. OBERSTAR. Thank you.
Mr. LOBIONDO. We are at the seven minute mark. We are going

to recess, and we will return after the three votes.
[Recess.]
Mr. LOBIONDO. Thank you for your indulgence. I can pretty

much assure you we won’t be interrupted by votes again today.
Mr. Simmons, you are up.
Mr. SIMMONS. Thank you, Mr. Chairman. And first, Mr. Chair-

man, let me echo your comments about Deepwater and the issue
of modest acceleration. When we were brief on Deepwater a couple
of years ago, there was very much a sense that this was a project
that was tight and difficult to do, and going to be a challenge. But
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if we are modest in our acceleration and modest in our implemen-
tation, we are going to be in deep water, and we don’t want that.
We don’t want that for the Coast Guard; we don’t want it for the
Country. So, Mr. Chairman, thank you for your leadership on that
point.

I have a couple of questions. I will try to be brief because I know
people have been waiting.

In reviewing the budget in brief and in viewing the appropriation
comparison, I noticed that research and development was zeroed
out. Since that time, a couple of weeks, when I first noticed that,
I have been told that the R&D budget for the Coast Guard has
been moved into Homeland Security, and I have two questions on
that issue. One, it seems to me that when we voted to move the
Coast Guard into Homeland Security, we voted to move it intact.
I think Section 888 says intact. And yet this seems to me to be the
first instance of an important facility and activity of the Coast
Guard now moving out of the Coast Guard and moving somewhere
else.

So my question is, is this a violation of Section 888? How can we
guarantee that the Coast Guard gets full benefit of its research and
development? How is this going to affect the move of the facility
from Avery Point, let us say, over to the Fort Trumble site, which
has been under consideration now for a year? And does this violate
our understandings of a year or so ago?

And I have two other questions, if I could, Mr. Chairman.
Admiral COLLINS. From the Department’s view, it does, and, of

course, we are trying to comply also with the directions in the 2004
appropriation conference report that directed the Department to
consolidate the R&D funding in one pot. So in one hand we are get-
ting direction through the conference report to do this and trying
to comply to this as a Department.

The other thing, of course, is the Department is trying to conduct
all the science and technology initiatives, and integrate it in an ef-
ficient way. This will help do that. What is key here is the oper-
ation. The location of the R&D center in Southeastern Connecticut
is not at question, and the operation of it under Coast Guard con-
trol is not in question. What we are talking about is an accounting
issue and a consolidation of the funding source.

Our discussions with the Under Secretary for Science and Tech-
nology, they have committed to the basic overhead expenses of the
R&D center, some $13.5 million. And that is the other advantage,
I think, they do have a larger pot of money. Our R&D appropria-
tion, as you well know, Congressman, has been constrained, and we
have fought for every nickel in that over the years; it has been
very, very constrained. And this allows access to an account, if you
will, to compete for science and technology dollars. So we have got
commitments are for $13.5 million to cover overhead salaries, and
administration and so forth, lights and water, and we have got $5
million committed for non-homeland security projects as an endur-
ing feature, and then compete for the homeland security type relat-
ed projects with the rest of the Department. And I think we do
have a lot of very attractive and priority projects, so I think we will
do very well.
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The proof will be in the pudding, however, and this will play out
over time, but I think the intent going in is to comply with the
spirit and intent of Congress vis-a-vis the 2004 budget, and to run
the whole science and technology efforts within the Department in
a coordinated, collaborative way. And I can tell you there is no bet-
ter person than Under Secretary Chuck McCrury to work with; he
is the head of the under secretary for science and technology, a ter-
rific guy, very collaborative, understands this issue, and is very
supportive.

So at this juncture I don’t have a lot of apprehension about it.
I think, again, proof is in the pudding and we will see as it plays
out, but I think it is going in the right direction with the best in-
tentions of everyone concerned and, again, in a very collaborative
way.

Mr. SIMMONS. Thank you, Admiral. There is a saying that if you
take the king’s shilling, you do the king’s willing, and my concern
is that Captain Dutch and his team may be in your chain of com-
mand, but if the money is coming from another source, that may
create a conflict for him. So I guess I would caution on that, and
this is something for the subcommittee to review.

Two other questions, if I could, Mr. Chairman, with your permis-
sion.

The first question, again, is to the Admiral, and the second would
be to the Commissioner.

With regard to operations and maintenance, in the past I think
the Coast Guard has assumed responsibility for a lot of its oper-
ations and maintenance. Is that a centralized function or decentral-
ized? Have you looked at private contracting for some of that? Are
there efficiencies that could be gained from that? And how do you
standardize your equipment from the standpoint of maintenance of
vehicles, your boats and vessels, I should say?

Admiral COLLINS. We have a centralized integrated logistics sys-
tems for aviation parts and maintenance; we have a facility down
in Elizabeth City, North Carolina with our depot level maintenance
for all our aircraft. Some portions of our aircraft are maintained on
a commercial contract or some subsystems. Again, we maintain a
parts inventory.

The same thing on the ships. Out in Curtis Bay, Maryland there
is a logistics center there that maintains the inventory for our
parts and our systems, and in each of our east coast, west coast,
land area, pack area, we have a maintenance and logistics com-
mand that oversees the maintenance of our vessels and our boats
based on standards of so many availability at such intervals, do the
underwater maintenance at such intervals, all those things that
are maintained and orchestrated by in-house naval engineering es-
tablishment on both coasts.

Mr. SIMMONS. And those are in-house, not contracted out.
Admiral COLLINS. The management, the administration, the

scheduling of maintenance, that is all done in-house. The ship level
shipyard work, dry-docking and those kind of things, are done at
Curtis Bay, but the vast percentage, just given the dispersion of
our assets around the Country, are done in commercial shipyards
when they need to be hauled out and need to have bottom work.
The actual work being done is done largely commercially.
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Mr. SIMMONS. I thank you.
Now to the commissioner. And I see he has got his ever-watchful

attorney present, so that is very good.
I sent a letter over to the Commission last year, following a dis-

cussion I had with United Postal Service, which is UPS, which is
a big player in my district, requesting or inquiring about the ex-
emption from the prohibition on non-vessel-operating common car-
riers, and they had a concern that they wanted to bring certain
regulations up to date to better facilitate their business. I know
that letter has been sitting over there for a while, and I wondered
when I might get an answer to that question and get some feed-
back on that issue.

Mr. BLUST. Thank you, Congressman. Back in July of last year,
UPS sent a petition to us requesting relief from or the possibility
of exemption from certain regulation that we have in place that are
based upon the 1984 Shipping Act and the requirements of non-
vessel operators to publish tariffs and not have the ability to par-
take in offering service contracts to their customers. Non-vessel op-
erators can negotiate service contracts with vessel operators as a
shipper, and vessel operators can negotiate directly with shippers,
but non-vessel operators currently are not able to negotiate service
contracts with their shipper customers.

So UPS presented a petition last year. We asked the industry for
comments. We received, in addition to comments, four more peti-
tions, three from other non-vessel operators, some similar in stat-
ure to UPS, others in a similar fashion, not necessarily the same
breadth and scope that they are; plus the organization, the Na-
tional Freight Forwarders and Customs Workers Association that
represents a segment of the industry asking for similar relief in a
variety of different fashions.

We asked for additional comments. We actually opened up to
have individual meetings or individual oral presentations by the
different groups. In January of this year we received more requests
for exemptions from some other NVOs in the industry, and the last
comment period just closed the middle of February. This is a very,
very high priority item for us. One of the initial areas of consider-
ation was that the UPS petition on its own, from one individual
company, was one thing, but whatever we decided to do could have
a possible impact through the rest of the industry. And from what
we have seen, our concerns initially of that happening are very
true. We can’t operate in isolation in this industry, so what we
have tried to do is gather as much information, try to make the
best informed decision in several areas.

One, there are legal issues involved, there are a couple of them.
There is the actual determination whether we actually can grant
relief from the provisions under the law under which we operate.
Others, whether the specific rejection by Congress in 1998 pre-
cludes the Commission from granting the relief sought; and also
whether the original justification for the distinguishing between
vessel operators and non-vessel operators is still valid. In addition,
we have policy considerations, the economic consequences, the im-
pact on the industry; and then, finally, a security issue. One of the
things that I think we need to be concerned about is the impact
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on supply chain transparency, or the improving of supply chain
transparency.

So rather than it just being a one-company issue, sir, it becomes
really an industry issue, and our approach has been to try to gath-
er as much information, make the best possible determination for
today and into the future, because it will have a long-term impact
whichever way we recommend going forward with it.

Mr. SIMMONS. Thank you, Mr. Chairman.
Let me just say, Mr. Commissioner, that you have got a front-

row seat of very talented, capable, dedicated public servants behind
you there. I am sure that you can come up with a solution for this,
and that if it is a good decision, and I think you have the authority
to make the decision, if it is a good one, it is good for everybody.
And so I would look forward to seeing how that works out, and I
will continue to keep an eye on your progress.

Mr. BLUST. Thank you, sir.
Mr. SIMMONS. Thank you.
And thank you, Mr. Chairman.
Mr. LOBIONDO. Mr. Chairman, a quick follow-up. I would just

like to know what the Commission’s timetable is for addressing the
pending petitions.

Mr. BLUST. Well, Mr. Chairman, we continue to work on it in a
high priority manner. I would hope that we could bring this to a
conclusion later in the year. We are continuing to analyze the com-
ments that came in. We should have something back not too far in
the future, and then have to go through the following steps.

Ms. Larson just confirmed that the initial phase of evaluation is
pretty well complete, and that should be presented to us pretty
soon, depending upon which way we see we need to go will then
determine the later steps, whether it turns on to an actual rule-
making, which then requires certain given timetables to do that, or
other approaches. But you have our commitment that we are going
to act on this as quickly as we can.

Mr. LOBIONDO. Thank you. I share many of the concerns Mr.
Simmons expressed, and I am concerned about the timetable as
well. But I thank you.

Ms. Millender-McDonald?
Ms. MILLENDER-MCDONALD. Thank you, Mr. Chairman. And let

me thank you and the ranking member for convening and holding
this very important hearing.

And I guess I join the other members in thanking both the Coast
Guard and the Federal Maritime Commission for being here today.

We do recognize that the Coast Guard has a task now that is far
beyond the tasks that you have done through the years, given the
9/11, and more and more you have a responsibility, both the Coast
Guard and Maritime Commission, to look over the security of the
ports. I wanted to ask Admiral Collins. You said that you are train-
ing 500 inspectors. Is this a training or retraining of inspectors
that are already there?

Admiral COLLINS. This is a combination. There are some that are
already safety inspectors and have been involved in the ports-bay
control program and the marine safety officers around the Country,
and this is to get them up to speed and sharp on the security di-
mensions of the inspection function. And then there are additional
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individuals that will be brought on board. Some are reservists, by
the way, that we have mobilized to help us, sort of a pig and the
snake problem. We have got this massive submittal of plans that
have been reviewed and approved. That is one issue. And then
clearly we want to, as we mentioned earlier, in terms of the ports-
bay control effective 1 July, and even before we are going to do
some preliminary inspections, sort of non-binding security visits
with foreign vessels that come in. But 1 July they become binding,
and we have to be at the ready to do that, and we are going to in-
spect everyone for security.

So there is this surge workload that we have to work through,
and the reservists have helped us. So a combination. I can get back
to you with the exact split, but a combination of both some new
and some existing. And then we will have a steady State number
that will help us administer this program over time.

Ms. MILLENDER-MCDONALD. And I am concerned as to whether
or not the training would require more advanced technology. Are
they being trained for that, given that we are looking at more ad-
vanced technology in terms of the ships coming through the ports?

Admiral COLLINS. Part of our previous budgets have supported,
and the current one supports, detection devices and the develop-
ment of detection equipment for our boarding teams, which will in-
clude these inspectors, in addition to our maritime safety and secu-
rity teams, 13 that have been funded through the 2004 budget and
before, not all in place, there are 8 in place. But those teams are
being equipped with full range of detection equipment when they
go on board, do their offshore boardings or boardings in port. Inci-
dentally, they also have canine teams that we are developing for
explosives and drug detection. We have graduated our first couple
of canine teams. The good news is all the Coast Guard folks did
graduate; some of the dogs didn’t. Some of them flunked and we
have got to recycle them.

We are worried about what is the capability, the range of port-
folio capabilities that we have to embed in our various units and
teams to do the job, and we are about it very, very earnestly to do
it as quickly as we can, and all those things are being considered.

Ms. MILLENDER-MCDONALD. Well, let me commend you and the
Coast Guard, because in spite of the work that you were doing
prior to 9/11, you have stepped up to the plate, and I am very ap-
preciative to the work that is being done in the largest port com-
plex, which are the ports of Los Angeles and Long Beach.

As I highlight the Administration’s port security proposal, and
we really applaud the President for the first time putting a line
item of $46 million for port security, I go back to the Coast Guard
seaport security that states that there should be an investment of
$1.125 billion in the first year and $5.45 billion over 10 years to
adequately protect our ports. Everyday we are getting alarming in-
formation about issues and possible biological and chemical weap-
ons coming through the ports, and I couldn’t agree with you more
that though we commend the Administration for putting into place
port security line item budget, we find that the Senate is even talk-
ing about $300 million. Is there any way that I can go with you
to the White House and see whether we can talk with the Presi-
dent about this issue that is extremely critical?
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Admiral COLLINS. Well, the numbers that were used, $1.1 billion
in one year and the over $5 billion over 10 years, that was as we
developed our regulation, and as part of that regulatory process
you have to do a cost-benefit economic impact assessment associ-
ated with the regulation. It was our estimate based upon our anal-
ysis and input from industry, because we had a give and take with
industry on this issue. But that was our estimate of the impact on
industry of the new regulation.

Now, the question of who funds that is separate. Where does the
funding come, whether private sector or public sector combined ap-
proach to addressing those substantial numbers, that is still to play
out. To date, over $500 million has been allocated in grants, clearly
thanks to the support of Congress, who have appropriated that
money. Over $500 million have been disbursed. The last chunk of
that will be awarded this spring in the last round of grants of
funds already appropriated. And then as you noted, there is $46
million designated within the overall $3.5 billion grant pot that is
within the Department of Homeland Security’s 2005 budget.

So $46 million is earmarked, and, in addition, ports can also
compete for a good portion of the balance of that $3.5 billion. So
the good news is that the ports are not restricted to that 46, they
can make application now to ODP, who the grant process is being
centralized in ODP. But they can make application for money be-
yond $46 million.

Ms. MILLENDER-MCDONALD. Well, we understand that, because
the ports of Los Angeles and Long Beach did go through that Oper-
ation Safe Commerce program that I suppose you are referring to.
But we still, given the $1.125 billion that has been projected, vis-
a-vis whether it is for regulatory types of programs or whatever,
it seems to me like as we look at and talk to the industry and talk
to those who are to guard the ports, it seems like $800 million per
year would be an adequate projections of the needs for the port to
really secure themselves.

Admiral COLLINS. This clearly is a major policy issue, a public
policy issue that has got to go through the public policy machinery
in terms of given the economic impact to industry of this, is it the
Federal Government’s responsibility to underwrite these costs? Is
it the private sector’s responsibility to underwrite these costs? And
I think Secretary Ridge has testified that security is a shared re-
sponsibility, and I think he has also testified that the financing of
security is a shared responsibility between the public, private,
State, local, and Federal. And already the Federal Government is
underwriting a great deal of this security in the name of under-
writing the United States Coast Guard, for example, which almost
50 percent of our budget is directly related to homeland security
mission; or underwriting U.S. Customs and their technology initia-
tives; underwriting our increased presence in the ports through pa-
trol boats and more harper patrol boats and so forth.

So it is really, when you come down to it, what is the public pol-
icy going to be on this issue in terms of the financial responsibility
for underwriting these costs.

Ms. MILLENDER-MCDONALD. And it certainly seems to me like
perhaps Homeland Security should also be a part and parcel of pro-
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viding some of the costs that will be incurred in the protection of
ports.

Admiral COLLINS. Sure. Of course, the Department has been in
existence just over a year; we had a birthday the other day, and
the Department has already allocated $8 billion in grants. Eight
billion in the first year. I think that is pretty substantial. And, of
course, it has $3.5 billion in the 2005 budget. So the Federal Gov-
ernment, both in direct cost of running its security agencies and in
a fairly robust grant program, is stepping up to the plate to do its
best to enhance the security of the Nation.

Ms. MILLENDER-MCDONALD. So can I speak with you at a later
time to discuss how we bring all of these components together to
try to really get to the issue of securing our ports? And can I ask
for a copy of the bilateral agreement between the U.S. and China
with reference to the area that Mr. DeFazio talked about?

Admiral COLLINS. Yes, ma’am.
Ms. MILLENDER-MCDONALD. Thank you, Mr. Chairman.
Mr. LOBIONDO. OK. Thank you very much. Thanks to our panel.

We appreciate your indulgence today.
The hearing is adjourned.
[Whereupon, at 1:20 p.m., the subcommittee was adjourned, to

reconvene at the call of the Chair.]



36



37



38



39



40



41



42



43



44



45



46



47



48



49



50



51



52



53



54



55



56



57



58



59



60



61



62



63



64



65



66



67



68



69



70



71



72



73



74



75



76



77



78



79



80



81



82



83



84



85



86



87



88



89



90



91



92



93



94



95

Æ


